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APPENDIX A 


PRICE INDICES FOR MUNICIPAL GOVERNMENT EXPENDITURES 


I. DERIVATION 


The deflation for the wage component of local government 
expenditure is based on local government gross payroll and employment 
data published by Statistics Canada in Catalogue 72-009. The published 
payroll data includes all monies paid to municipal government employees 
before any deduction and including overtime and retroactive payments. 
The number of employees relates to employment during the final pay 
period of the month. A main area of concern associated with the use of 
these series was to what extent the inclusion of overtime and retro- 
active payments in the payroll data and casual or part-time employees in 
employment data affected movements in the series. 

The approach used to minimize such distortions involved 
development of an average gross payroll series based on annual averages 
for employment and total annual gross payrolls adjusted for retroactive 
payments. Table Al opposite outlines the derivation of the local 
government wage deflator. 

The deflator representing price movements in materials 
and supplies and contracted services purchased by local governments is 
the implicit price deflator for the non-wage portion of government 
current expenditure on goods and services. The implicit deflator for 
government expenditure on gross fixed capital formation is used to 


represent the inflationary component in financial and capital-related 


TABLE A2 


PRICE INDICES FOR MUNICIPAL GOVERNMENT EXPENDITURES 


(Index 1972 = 100.0) 


Deflator for Local Deflator for Government 

Government Expenditure Expenditure on Non-wage Government Gross Fixed 

on Wages and Salaries Goods and Services Capital Investment Deflator 
Lo 72 100.0 100.0 100.0 
L973 106.7 106.8 E09...0 
1974 LLG. 0 FS 130 
1975 130.6 SH eral LAS. 3 
1976 149.8 142.2 AEsyesa 
1977 & 163.3 150.4 169.8 


E - estimate 


TABLE A3 


WAGE AND PRICE SERIES 
COMPARISONS WITH THE WAGE COMPONENT OF GOVERNMENT EXPENDITURES 


Index 1972 = 100.0 


A B C D E 
Local Government Government Local Admin. Consumer 
Derived Current Expend. Base Rate Price GNP 
GNP Deflator Deflator (Wage) Increases Index Deflator 
ho ho tb t 

Index Change Index Change ie Index Change Index Change 
1972 100.0 100.0 (825) Ta 100.0 (4.8) 100.0 (520) 
173 106.7 (627) Loo 75 (Geo 8) LOP.5 CEL) 109.1 CG) 
1974 116.0 (32) 128.9" < (lpr) 12.6 119-3: “C1029) 125 a ie 
LO75 I30sG; CUZ 6) 152.4 (1533) Ll? 2d 13252) 510s 130 8) SP) 
1976 149.8 (14.7) 1/124 (16.4) 10.6 142.1 (oie) NS A: (9.6) 
Average Annual 
Compound Growth 
Rates 
LF 21976 10.6% TAG Eris: een L125 


Average of percent changes. 
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expenses, included land, building, machinery and equipment. These two 
deflators are obtained from Statistics Canada's 'National Income and 
Expenditure Accounts’. 

| Table A2 shows the three price indices for the years 1972 
through 1976 with an estimate for 1977. The indices have been based on 


Lo? zZ.edual to 100". 


COMPARISONS OF THE WAGE DEFLATOR WITH 
RELATED WAGE AND PRICE SERIES 


For comparison purposes, the Table A3 shows indices and 
annual percentage changes for data series relating to the wage component 
of government spending. All indices have been converted to a 1972 base 
to facilitate comparisons. Series A is the deflator for local government 
expenditure on wages and salaries derived on the basis of annual 
employment and gross payroll data published by Statistics Canada in 
Catalogue 72-009. Series B is the implicit price deflator for the wage 
component of government current expenditure on goods and services. 
Series C indicates the average annual compound percentage increases in 
base rates over the life of the agreement by year of settlement for 
major collective agreements by local administration employees. The base 
rate is the lowest paid classification used for a qualified worker in 
the bargaining unit. The source of the data is Labour Canada. Series D 
is the all items consumer price index representing increases in the cost 
of living for the relevant period. Series E is the implicit price 
deflator for Gross National Product, a weighted sum of the deflators for 
the purchases of the various spending sectors in the economy. The 


government sector is a weighted component of this index. 


LOTZ 


Log 


19'74 


tne gs. 


1976 


TABLE A4 


COMPARISONS OF THE 
LOCAL GOVERNMENT WAGE DEFLATOR 


CALCULATED AT THE NATIONAL, PROVINCIAL AND MUNICIPAL LEVELS 


based on gross payroll per employee 


1972 = 100.0 
Canada Ontario Hamilton Metropolitan Area 

Index % Change Index % Change Index % Change 
100.0 100.0 100.0 

LOG" 7 6 a TOP Pd NG Te? Ce 
116.0 Su JIS ley LOW iSO70 i ear 
1306 L2G Cw bar, 3 13429 Loe 
149.8 14.7 Tp OsU lOve 14621 G.3 


Average Annual 
Compound Growth 


Rate 
1972-1976 


10.6% 10.7% Be 
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The deflators which we have chosen represent wage and 
price movements at the national level. It has been argued that deflators 
more closely attuned in a geographical sense may be more representative. 
Table A4 opposite outlines, for comparison purposes, the local government 
wage deflator calculated at the Canada level, the Ontario level and the 
Hamilton Metropolitan Area level. The data indicates that Ontario 
municipal employees have on average experienced slightly higher wage 
inflation than the Canada average. The Hamilton Metropolitan Area has 
shown average increases lower than the Canada total and with increased 
variability over the period. The irregular pattern for the Hamilton 
area can be partly explained by the change in structure of muncipalities. 
Prior to 1974, the Eanes Metropolitan Area includes the following 
municipalities: Ancaster (township), Burlington (town), Dundas (town), 
Grimsby (town), Hamilton (city), Saltfleet (township), Binbrook (township), 
Flamborough East and West (townships), Glanford (township), Stoney Creek 
(town) and Waterdown (village). In 1974 and thereafter, the following 
municipalities are included: Ancaster (town), Burlington (city), Dundas 
(town), Flamborough (township), Glanbrook (township), Grimsby (town), 
Hamilton (city), Hamilton-Wentworth (regional municipality) and Stoney 
Creek (town). As the metropolitan area data was subject to such 
inconsistency due in large part to regionalization and since the Ontario 
data was expected to reflect such changes to a greater extent than 
Canada-wide data, the data at the national level was chosen to represent 
general overall increases in the price of the labour component of local 


government spending. 
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The other price deflators were available only on a national 


Dasaise 


Tit. 1977 ESTIMATES 


A proportion of the municipal employees under consideration 
have collective agreements subject to the Anti-Inflation Board regulations. 
AIB data on overall collective bargaining agreements gives an indication 
of the guidelines for compensation change in the three program years 
beginning October 14, 1975. The average guideline increase for the 
first program year was 9.7%, for the second program year 7.7% and for 
the third 5.6,. As the lite ot contract varies for collective 
agreements, actual compensation increases in these years are a composite 
of approved increases based on these guidelines and previously negotiated 
increases with terms of contract extending into these years weighted by 
the number of employees covered by the various agreements. These guide- 
lines give an indication of the forward-looking change in compensation 
for certain unionized sectors. There is no reason to believe that the 
municipal sector diverges significantly from the overall view in terms 
of guidelines. These guidelines have been taken into consideration in 
our estimate of the local government wage deflator for 19/77. Data 
available for the first three quarters of 1977 on gross payrolls and 
wages have also been used as a basis for our 1977 estimate. 

Estimates for the implicit price deflators for current 
goods and services and gross fixed capital formation are based on 
forecasts published in Woods, Gordon's 'The Canadian Economic Outlook, 


January 1978’. 
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’ APPENDIX B 


SUMMARY OF STAFFING DATA 


As part of the data eer stage, the municipalities 
were requested to show a breakdown of the number of staff employed on a 
full-time and part-time basis for the years 1972, 1975, 1976 and 1977, 
as well as for the staff transferred to the Region between 1974 and 
1977. Municipalities formed on January 1, 1974 by an amalgamation of 
smaller municipalities were asked to record 1972 staffing levels and 
staff transfers for each of their originating municipalities. 

This Uapend ts includes a summary of the staffing data 
collected from the municipalities. There are three significant data 
limitations which should be considered when evaluating or drawing 


conclusions from the figures shown. These are as follows: 


- In many cases, limited or no staffing data was available for the 


year 1972. Consequently, data for 1971 or 1973 was used for 
some municipalities where available. These exceptions are 
indicated in the footnotes to each table. 


- In many cases, municipalities were unable to express the 


part-time staff complements in terms of man-years or number of 


full-time equivalent staff. In these instances, estimates 
were provided or the number of part-time staff on hand at 
year-end was recorded. As a result, the part-time staffing 
figures should be used as general indicators only. 


- The number of Environmental Services staff transferring to the 


Region from the City of Hamilton was unavailable and had to be 


estimated from department records. 

In spite of these limitations, the data can be used to 
draw a number of general conclusions which contribute in some way to an 
ep tema coon of the increasing costs of municipal government in the 
Hamilton-Wentworth Region. The data is presented in Tables Bl, B2 and 


BS. 
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Our main observations and conclusions relating to each exhibit are 
summarized in the remainder of this appendix. 
The staffing information shown here has also been used in 
explaining the reasons for increasing current expenditures described in 


nection V of this: report. 


Table - Bl - Total Staff Complement by Municipality 
For the Years 1972 and. 1975=197.7 


i) In terms of total staffing, the Region has experienced an 
increase of 514 employees or 11.1 percent from 1972 to 1977. 
This consists Of an ancrease of 503 or 13.2 percent in full- 
time staff and 11 or 1.3% in part-time. These increases 
indicate that higher staffing levels have been a significant 
contributor to the rising costs of local government in the 
Région between 1972 and 1977. 

ii) The increase in full-time staff between 1972 and 1975 amounted 
to 215 employees or 5./ percent while full-time staff 
increased by 288 or 7.6 percent (of the 1972 level) between 
1975 and 1977. Data for the part-time staffing levels shows a 
similar trend. Thus, staffing has increased at a faster rate 
in the most recent years than during the period immediately 
prior to and after Regionalization. 

iii) Some 227 employees or 78.8 percent of the 288 total increase in 
staff between 1975 and 1977 occurred at the Regional 
Municipality of Hamilton-Wentworth. (It should be noted that 
this penta does not include transit employees nor the 


impact of transferring Regional roads from the City of 
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Hamilton int io7 7.) The remaining increase of 21.2% was 
relatively evenly dispersed over the area municipalities with 
the Town of Stoney Creek showing the highest percentage 
increase (30.3 percent of 1975 full-time and 81.8 percent of 
1975 part-time staff between 1975 and 1977). 
iv) The figures indicate a decreasing trend in the use of part-time 
staffing especially between the period from L972 to 1975. 
v) In 1972, the area municipalities employed some 3,620 or 95.3 
percent of all full-time local government staff whereas only 
2,21) 06 52.9 percent were employed at the area municipality 
level in 1977. Part-time staff employed at the lower tier 
level decreased from 743 to 703 or from 88.8 percent to 82.9 
percent of total part-time staff during the same period. 


Table - B2 - Total Staff Complement by Service for 
thesvears, 1972 and 1975-1977 


i) The four services showing the highest increases in full-time 
staffing between 1972 and 1977 were Recreation and Cultural 
Services (143 or 33.0 percent), Social and Family Services (91 
or 30.8 percent), Planning and Development (31 or 25.8 percent) 
and General Government (81 or 20.4 percent). The other service 
classifications show increases below the overall average 
increase of 15./ percent in total full-time staff during the 
period. 

ii) Three services - Planning and Development, Recreation and 
Cultural and Social and Family Services - show inordinately 
high percentage increases in total full-time and part-time 
staff between 1972 and 1977 (25 or 34.1 percent, and 63 or 


16.7 percent respectively). 


a Se 7 » oe 
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Table - B3 - Staff Transfers from Area Municipalities 
to the Region Between 1974 and 1977 


i) A total of 1,632 employees have been transferred to the Region 
with the majority of these transferred in 1974. This represents 
some 80.6 percent of the Region's 1977 full-time staff complement 
of 2,025 employees with the remaining 19.4 percent of full-time 


positions being filled outside the Region. 
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